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OATH OR AFFIRMATION

Gregory Jakubowsky swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Mainsail Group LLC
as

of December31 20 11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account classified

solely as that of customer except as follows

Title

Gail Parker

Notary Public Notary Public State of New York
NO 01 PA61 26374
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IT Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

fi Statement of Changes in Liabilities Subordinated to Claims of Creditors

fl Computation of Net Capital

fi Computation for Determination of Reserve Requirements Pursuant to Rule 15 c3 -3

fi Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

fi Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report Bound under separate cover

fT report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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McGladrey Pullen LLP

McGladrey

Independent Auditors Report

To the Member

Mainsail Group LLC

New York New York

We have audited the accompanying statement of financial condition of Mainsail Group LLC the Company

as of December 31 2011 that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 This financial statement is the responsibility of the Companys management Our responsibility is to

express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the statement of financial condition An

audit also includes assessing the accounting principles used and significant estimates made by management

as well as evaluating the overall statement of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all material respects the

financial position of Mainsail Group LLC as of December 31 2011 in conformity with accounting principles

generally accepted in the United States of America

New York New York

February 27 2012

Member of RSM International network network of independent accounting tax and consulting firms



Mainsail Group LLC

limited liability company

Statement of Financial Condition

December 31 2011

ASSETS

Cash 159564

Due from clearing broker 2255

Fees receivable 41517

Other assets 7993

Total assets 211329

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable 21456

Accrued expenses and other liabilities 34767

Total liabilities 56223

Members equity 155106

Total liabilities and members equity 211329

See Notes to Statement of Financial Condition



Mainsail Group LLC

limited liability company

Notes to Statement of Financial Condition

Note Organization

Mainsail Group LLC the Company was formed under the laws of the State of Delaware on July 30 2002

The Company is registered as broker-dealer in securities with the Securities and Exchange Commission

the SEC and is member of the Financial Industry Regulatory Authority Inc FINRA

The Company operates under the exemptive provisions of paragraph K2ii of SEC Rule 15c3-3 All

customer transactions are cleared through another broker-dealer on fully disclosed basis

Note Significant Accounting Policies

Accounting Policies The Company follows generally accepted accounting principles GAAP as established

by the Financial Accounting Standards Board the FASB to ensure consistent reporting of financial

condition results of operations and cash flows

Revenue Recognition The Company records commission revenues and expenses on trade-date basis as

securities transactions occur Distributor fees are recognized on an accrual basis as earned see Note

Use of Estimates The preparation of financial statements in conformity with GAAP requires management to

make estimates and assumptions in determining the reported amounts of assets liabilities and disclosures of

contingent assets and liabilities at the date of the financial statements and the reported amounts of income

and expenses during the reporting period Actual results could differ from those estimates

Furniture and Equipment Furniture and equipment is reported in other assets in the statement of financial

condition and is stated at cost $12674 less accumulated depreciation $7991 Straight-line depreciation of

furniture and equipment is determined using estimated useful lives of three to seven years Management

reviews furniture and equipment whenever events or changes in circumstances indicate the carrying amount

of the asset may not be recovered

Accounting for Income Taxes The FASB provides guidance for how uncertain tax positions should be

recognized measured disclosed and presented in the financial statements This requires the evaluation of

tax positions taken or expected to be taken in the course of preparing the Companys tax returns to determine

whether the tax positions are more likely than not of being sustained when challenged or when examined by

the applicable tax authority Tax positions not deemed to meet the more-likely-than-not threshold would be

recorded as tax benefit or expense and liability in the current year For the year ended December 31 2011

management has determined that there are no uncertain tax positions The current and prior three tax years

remain subject to examination by tax authorities

The Company is treated as partnership for federal and state income tax purposes and therefore no

provision has been made in the accompanying financial statements for federal or state income taxes

Note Due From Clearing Broker

The clearing and depository operations for the Companys securities transactions are provided by its clearing

broker pursuant to clearing agreement At December 31 2011 the receivable from the clearing broker

represents cash maintained at the clearing broker and amounts receivable for commissions earned as an

introducing broker



Mainsail Group LLC
limited liability company

Notes to Statement of Financial Condition

Note Fees Receivable

In 2011 the Company entered into an agreement with an affiliate Silverbay Capital Management

Silverbay The Company receives distributor fee equal to 7% of the asset-based compensation that

Silverbay receives from one of its mutual fund clients Total distributor fee income earned pursuant to this

agreement in 2011 was $315072 of which $41517 is receivable as of December 31 2011

Note Related Party Transactions

The Company pays related entity under an administrative services agreement The amount paid represents

the Companys allocable share of rent utilities and employee compensation as defined in the agreement

The total amount paid under this agreement for the year ended December 31 2011 was $64415

Substantially all of the Companys commission revenues is derived from accounts that are managed by the

Managing Member

Note Off-Balance-Sheet Risk and Concentration of Risk

The Company at times maintains its cash balances in bank deposit accounts in excess of federally insured

limits The Company has not experienced any losses in such accounts and does not believe it is exposed to

any significant credit risk on cash

Since the Company does not clear its own securities and futures transactions it has established accounts

with clearing brokers for this purpose This can and often does result in concentration of credit risk with

these firms Such risk however is mitigated by each clearing brokers obligation to comply with rules and

regulations of the SEC

The Companys customers securities transactions are introduced on fully disclosed basis with its clearing

broker-dealers The clearing broker-dealers carry all of the accounts of the customers of the Company and

are responsible for execution collection and payment of funds and receipt and delivery of securities relative to

customer transactions Off-balance-sheet risk exists with respect to these wherein the clearing broker-dealers

may charge any losses it incurs to the Company The Company seeks to minimize this risk through

procedures designed to monitor the creditworthiness of its customers and that customer transactions are

executed properly by the clearing broker-dealers

Note Regulatory Requirements

The Company is subject to the SECs Uniform Net Capital Rule Rule 15c3-1 The Company computes its

net capital requirements under the basic method provided for in Rule 5c3-1 which requires the Company to

maintain net capital equal to the greater of $5000 or 6-2/3% of aggregate indebtedness and requires the ratio

of aggregate indebtedness to net capital both as defined not to exceed 15 to Rule 15c3-1 also provides

that equity may not be withdrawn if the ratio would exceed 10 to Net capital and aggregate indebtedness

fluctuate on daily basis however at December 31 2011 the Company had net capital as defined of

$105596 which was $100596 in excess of the required net capital of $5000 At December 31 2011 the

Companys net capital ratio was 0.53 to

Note Indemnifications

The Company has agreed to indemnify its clearing brokers for losses that the clearing brokers may sustain

from the customer accounts introduced by the Company The maximum potential amount of future payments

that the Company could be required to make under these indemnifications cannot be estimated However the

Company believes that it is unlikely it will have to make material payments under these agreements and has

not recorded contingent liability in the financial statements for these indemnifications



Mainsail Group LLC
limited liability company

Notes to Statement of Financial Condition

Note Indemnifications Continued

In the normal course of business the Company enters into contracts that contain variety of representations

and warranties that provide indemnifications under certain circumstances The Companys maximum

exposure under these arrangements is unknown as this would involve future claims that may be made

against the Company that have not yet occurred The Company expects risk of loss to be remote

Note Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or disclosure through the date

these financial statements were issued



Mainsail Group LLC
limited liability company

Statement of Financial Condition

December 31 2011

Filed as PUBLIC information pursuant to Rule 17a-5d under the Securities Exchange Act of 1934


